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SUB J : CHANGE IN AUTOMOTIVE TARIFFS GOOD FOR US SALES 

BEGIN SUMMARY: THE GUATEMALAN CONGRESS HAS APPROVED DECREE 
NO. 37-77 AND FORWARDED IT TO THE PRESIDENT FOR EXPECTED 
APPROVAL IN THE NEAR FUTURE. CHANGED ARE THE DUTIES AS APPLIED 
TO ALL IMPORTED PASSENGER AUTOMOBILES. TRUCKS AND TRACTORS ARE 
NOT AFFECTED. THE CHANGES REDUCE DUTIES PAYABLE AND PLACE AN 
UPPER LIMIT ON THESE DUTIES. A MAJOR PROBLEM REMAINING IS THE 
DETERMINATION OF THE PRICE ON WHICH DUTIES ARE PAYABLE. WHEN 
EFFECTIVE. THE NEW LAW WILL ENCOURAGE IMPORTS OF US AUTOMOBILES 
AFTER A PERIOD OF 8-10 YEARS ABSENCE FROM THE GUATEMALAN 
PRATERS’ SHOWROOMS. NO ACTION REQUESTED. END SUMMARY 

1 . DECREE 37-77. WHEN APPROVED BY THE PRESIDENT AND PUBLISHED, 

WILL ALTER SIGNIFICANTLY THE AUTOMOTIVE TARIFF SITUATION IN 
GUATEMALA. THE TARIFF ON AUTOMOBILES, INCLUDING STATION 
WAGONS, WILL BECOME 55 PERCENT AD VALORUM UP TO $6,500. 
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FOR EACH $100 ABOVE THAT. THE TARIFF INCREASES BY 4 PERCENT. 

HOWEVER, IN NO CASE WILL THE TARIFF EXCEED 100 PERCENT OF THE 
VALUE OF THE VEHICLE. IN ADDITION TO THE ABOVE TARIFF, THERE 
IS A STAMP TAX OF 2 PERCENT AND A SURCHARGE OF 30 PERCENT AS 
PROVIDED IN THE PROTOCOL OF SAN JOSE OF THE CENTRAL AMERICAN 
COMMON MARKET, A SURCHARGE WHICH REMAINS IN EFFECT FOR AT 
LEAST ONE MORE YEAR. 
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2. AN EXAMPLE OF THE TAX DIFFERENCE WITH THE EXISTING LAW IS 
THAT A BUYER OF A CADILLAC SEVILLE VALUED AT $12,000 WOULD 
HAVE PAID COST AND TAXES AMOUNTING TO $74,880; UNDER THE NEW 
LAW THE PRICE OF THE CAR WOULD BE $27,840. 

3. DISCUSSION WITH US AND FOREIGN CAR DEALERS LEADS TO THE 
FOLLOWING CONCLUSIONS. US PASSENGER CARS, AFTER 10 YEARS 
ABSENCE, WILL ONCE AGAIN ENTER THE GUATEMALAN DEALERS' MARKET. 
THEY WILL DO SO AT THE EXPENSE OF REDUCED IMPORTS OF EUROPEAN 
LUXURY CARS. THE US MARKET IN THE FIRST YEAR COULD BE AS 
LARGE AS 200-300 AUTOMOBILES, PLUS SIGNIFICANT SUPPORTIVE 

SPARE PARTS, A VALUE OF ABOUT $2 MILLION. NOT ALL THESE CARS 
WILL COME THROUGH GUATEMALAN DEALERS, SINCE MANY ARE EXPECTED 
TO ENTER BY HIGHWAY (THEREFORE PAYING AN ADDITIONAL FEE OF 
ABOUT $400) FOLLOWING DIRECT PURCHASE BY GUATEMALANS IN THE 
US. GOVERNMENT REVENUES WILL INCREASE (NOBODY PAID THE OLD 
TARIFFS). TOTAL IMPORTS WILL INCREASE ONLY AT AN HISTORICAL 
RATE - THERE WILL BE NO BIG JUMP, DEALERS SAY. 

4. A MAJOR PROBLEM FOR THE GOVERNMENT AND FOR THE DEALERS IS 
TO FIND AN OBJECTIVE MANNER OF DETERMINING THE CAR VALUE TO BE 
TAXED. IT HAS BECOME THE PRACTICE OF SEVERAL EUROPEAN (NOT 

US OR JAPANESE) FACTORIES TO SHARPLY UNDER-INVOICE THEIR 
PRODUCTS IN ORDER TO AVOID TARIFF PAYMENTS. THIS LEADS 
LOCALLY TO A COMPLETE LACK OF CONFIDENCE IN THE VERACITY OF 
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FACTORY QUOTES, BOTH BY THE GOG AND COMPETING DEALERS. AN 
ALTERNATE PRICE BASE FOR TARIFF PURPOSES IS UNDER DISCUSSION 
BETWEEN THE GOVERNMENT AND SEVERAL, BUT NOT A MAJORITY, OF 
CAR DEALERS. 

5. AFTER A DECADE OF ABSENCE FROM THE NEW CAR MARKET, THERE 
ARE OPEN QUESTIONS ABOUT PUBLIC ACCEPTANCE OF US CARS AND THE 
EFFECTIVENESS OF LOCAL DEALERS. HOWEVER, THERE IS AN EXPEC- 
TATION AMONG NON-US CAR DEALERS THAT THE US PRODUCT WILL FIND 
A PLACE IN THE MARKET, ALTHOUGH CERTAINLY NOT THE MONOPOLY IT 
ONCE ENJOYED. 
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